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NOTICE TO OFFERORS

The Hawaii Employer-Union Health Benefits Trust Fund ("EUTF”) seeks qualified
offerors to furnish prescription drug claim auditing services.

Sealed proposals for this project, RFP No. 09-003, will be received at:

Hawaii Employer-Union Health Benefits Trust Fund
201 Merchant Street, Suite 1520
Honolulu, Hawaii 96813

Proposals will be accepted up to 4:00 p.m., Hawaii Standard Time (“HST"),

July 30, 2009. Proposals received after this time will not be accepted. The Request for
Proposals (“RFP”} may be examined at or obtained from the office listed above. The
RFP is also available on-line at www.spo.hawaii.gov or www.eutf.hawaii.gov .

For further information, call Jim Williams, Procurement Officer, at (808) 587-5434.

LEGAL AD DATE: June 30, 2009



1.01

SECTION ONE

ADMINISTRATIVE OVERVIEW
BACKGROUND

This Request for Proposals (“RFP”) is issued by the Hawaii Employer-Union
Health Benefits Trust Fund (“EUTF”), an agency of the State of Hawaii
("State"). The EUTF was established by Act 88, 2001 Session Laws of Hawaii.
Act 88 is partially codified as Chapter 87A, Hawaii Revised Statutes (“HRS”)
(see Appendix A, Hawaii Revised Statutes, Chapter 87A). Under HRS Chapter
87A, the EUTF is authorized to design, provide, and administer health and
other benefit plans for State and county employees, retirees, and their
dependents (aka “employee-beneficiaries and dependent-beneficiaries). The
benefit plans include medical, prescription drug, vision, dental, and life
insurance. The EUTF currently provides benefit plans to approximately
180,000 employee-beneficiaries and dependent-beneficiaries. The EUTF's
plan and fiscal year is July 1 through June 30.

The EUTF is administered by a board of ten trustees (“Board”) who are
appointed by the Governor. Five trustees represent the employee-
beneficiaries, one of whom represents retirees. These five trustees are
selected by the Governor from a list of candidates provided by the exclusive
employee representative organizations. The remaining five trustees, also
appointed by the Governor, represent the public employers. The Board’s
responsibilities include, among other things, determining the nature and scope
of benefit plans, entering into contracts to provide such plans, administering the
trust fund used to provide such plans and to pay for EUTF administrative
expenses, and overseeing all EUTF activities. In several of these activities, the
Board is assisted by a benefits plan consultant ("Consultant"). The Board
adopted rules to implement the administration and purposes of the EUTF (see
Appendix B, EUTF Administrative Rules)

The EUTF’s day-to-day operations are administered by an administrator
appointed by the Board (“Administrator’). The Administrator is assisted in
managing the EUTF by an assistant administrator, a financial management
officer, and an information systems analyst. EUTF staff has a total of 24
permanent and 4 temporary employees (including management staff and the
Administrator). The EUTF is organized under three branches; Financial
Services Branch, Information Systems Branch, and Member Services Branch.
A health benefits program manager oversees the Member Services Branch and
is supported by employees assigned to customer service duties to answer
phones and e-mails from members and to handle all processing for retirees and
process all active employee enroliment submissions. The financial
management officer oversees the Financial Services Branch and is supported
by accountants and account clerks who reconcile employee accounts, collect
employer/employee contribution for health benefits and process all payments.
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The EUTF information system analyst is supported by one [T specialist and
provides internal IT support services, HIPAA security responsibilities, and
coordinates additional support services provided by Department of Accounting
and General Services / Information and Communication Services Division.

The Board wishes to conduct an audit of prescription drug claims processed by
informedRX, its pharmacy benefit manager (“PBM”) for its self-funded
prescription drug plans. A comprehensive claim audit will assure that Board
that participants are receiving the benefits to which they are entitled and that
the cost containment measures and contractual pricing mechanisms approved
by the Board are being uniformly applied by the PBM.

The EUTF FY 2007-2008 Annual Report is included as Appendix C of this RFP.
EUTF Annual Reports are available on-line at
www.hawaii.gov/budget/L egReports/.

The most recent audited financial statements of the EUTF are attached in
Appendix D.

1.02 PURPOSE

The EUTF is soliciting proposals from qualified firms to perform an audit of
prescription drug claims paid by informedRx on behalf of the EUTF. The EUTF
wants to be sure that such claims are being processed in accordance with the
contract between informedRx (formerly NMHC) and the EUTF, the benefit
provisions approved by the Board, and the pricing parameters relied upon by
the EUTF when the contract was awarded to informedRx (at that time NMHC).
A more detailed description of these services is set forth in Section Three
(Scope of Work) of this RFP. When responding to this RFP, we encourage you
to describe the ways in which you believe your organization’s service capability
is unique or would add particular value. Please be succinct in your answers
and, if certain services cannot be provided, please so state where appropriate.

1.03 AUTHORITY

This RFP is issued under the provisions of Chapters 87A and 103D, HRS, and
the Hawaii Administrative Rules (“HAR") that implement those statutes. All
prospective offerors are charged with presumptive knowledge of all
requirements of the cited authorities. Chapter 103D, HRS, and the HAR
implementing that Chapter are available on the State of Hawaii website at
www.spo.hawaii.gov. Submission of a proposal by any prospective offeror shall
constitute a representation of such knowledge on the part of such prospective
offeror.
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1.04

1.05

PROCUREMENT OFFICER AND CONTRACT ADMINISTRATOR

This RFP is issued by the EUTF. The individual listed below is the
Procurement Officer and Contract Administrator for this procurement.

Mr. Jim Williams, Administrator

Hawaii Employer-Union Health Benefits Trust Fund
City Financial Tower

201 Merchant Street, Suite 1520

Honolulu, HI 96813

Phone: (808) 587-5434

Fax: (808) 586-2320

Email: eutfadmin@hawaii.gov

PROCUREMENT TIMETABLE

Listed below are the important actions and corresponding final dates by which
the actions must be taken or completed. Offerors are notified that these
dates are estimated by the EUTF and are subject to change at the
discretion of EUTF. The EUTF reserves the right to change any date(s) as
deemed necessary and in the best interest of the EUTF. If the EUTF
decides to change a date for any reason, notification will be given via the
addendum process described in Section 1.13 of this section.

Actions Date
Release of the RFP June 30, 2009
Last date for questions July 6, 2009
EUTF response to questions July 15, 2009
Deadline to submit proposals July 30, 2009

4:00 p.m. (HST)
Determination of priority-listed offerors (if any) August 7, 2009
Presentations by priority-listed offerors (if any) August 12 - 14, 2009
Best and final offers (if needed) August 19, 2009
Contractor Selection and Award August 26, 2009
Contract Start Date September 1, 2009

Priority-listed offerors selected in accordance with of the Proposal Evaluation
section of this RFP may be required to make a presentation during the period of
August 12 — 14, 2009 in Honolulu, Hawaii. Priority-listed offerors will be
contacted by the EUTF staff to arrange a specific time and location for the
presentation, if requested.
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1.06 LETTER OF INTENT

Persons interested in submitting a proposal in response to this RFP should
submit a non-binding letter of intent (see Appendix E, Letter of Intent to the
EUTF). Failure to submit a letter of intent does not preclude an offeror from
submitting a proposal in response to this RFP. However, answers to written
questions, modifications, amendments, addenda, and clarifications to the RFP,
and other official communications relating to the RFP will be sent only to
persons and entities that have submitted a letter of intent.

1.07 COMMUNICATIONS WITH THE EUTF; QUESTIONS

Offerors and potential offerors (including agents of offerors or potential offerors)
should not contact any member of the Board or any member of the EUTF staff.
An exception to this rule applies to firms who currently do business with the
EUTF; provided that any contact made by any such firm should be related to
that business, and shouid not relate to this RFP.

If additional information is required regarding this RFP, requests for such
information must be submitted in writing (fax and email are acceptable) to the
Procurement Officer. The Procurement Officer, listed in Section 1.04 of this
section, is the sole point of contact from the date of release of this RFP until the
selection of the offeror or offerors to whom a contract will be awarded.

Questions submitted by 4:00 p.m. (Hawaii Standard Time) July 6, 2009 will
receive a response from the EUTF. Questions submitted after the deadline
may receive a response at the discretion of the EUTF. A written response to
any questions will be provided by the EUTF via the addendum process
described in Section 1.13 of this section.

1.08 SUBMISSION OF PROPOSALS

Offerors must carefully examine this RFP, all amendments via the addendum
process (if any), all required contract forms, and other documents, laws and
rules, as necessary, before submitting a proposal. The submission of a
proposal shall be considered to be a warranty and representation that the
offeror has made a careful examination and understands the work and the
requirements of this RFP.

Each qualified offeror may submit only one (1) proposal. Alternate proposals
will not be accepted.

The proposal should be labeled "Hawaii Employer-Union Health Benefits Trust
Prescription Drug Claim Auditing Services RFP 09-003." A master (so
marked), twenty (20) copies (one copy must be unbound and ready to
photocopy), and one (1) electronic copy (MS Word or Adobe Acrobat format on
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a 650MB/74 minute format CD) of the response must be received no later than
4:00 p.m. (Hawaii Standard Time) July 30, 2009. The sealed package should
be addressed to the Procurement Officer listed in Paragraph IV of this section.

The outside cover of the package containing the proposal shall be marked as
indicated below:

Hawaii Employer-Union Health Benefits Trust Fund
Prescription Drug Claim Auditing Services Proposal
RFP 09-003
(Name of Firm)

No faxed or e-mailed proposals will be considered or accepted!

1.09 RECEIPT, OPENING AND RECORDING OF PROPOSALS

Proposals and modifications will be time-stamped upon receipt and held in a
secure place by the Procurement Officer until the established due date.

Proposals may be modified or withdrawn, prior to the deadline for submission of
proposals, by the following:

¢ Modifications - a written notice accompanying the actual modification
received by the Procurement Officer; or a written notice accompanying
the actual modification by facsimile machine sent to the Procurement
Officer, provided that the offeror submits the written notice
accompanying the actual modification within two working days of the
Procurement Officer’s receipt of the facsimile.

¢ Withdrawal - a written notice received by the Procurement Officer; or a
notice by facsimile machine sent to the Procurement Officer.

Proposals will not be opened publicly, but will be opened in the presence of two
or more procurement officials. Proposals and modifications will be shown only
to personnel having a legitimate interest in them.

After the date established for receipt of proposals, a register of proposals will
be prepared which will include the name of each offeror and the number of
modifications received, if any. The register of proposais shall be open to public
inspection only after a contract has been awarded.

An offeror may withdraw and resubmit a proposal prior to the final submission

date. No withdrawals or re-submissions will be allowed after the final
submission date.
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1.10

1.11

1.12

BEST AND FINAL OFFER

Best and final offers may be requested by the Evaluation Committee. The
Evaluation Committee will provide guidance and additional instructions at the
time best and final offers are requested. Any best and final offers must be
received by the Procurement Officer at the time and date specified in the
Procurement Timetable. If best and final offers are not requested by the
Evaluation Committee, of if requested, and it is not submitted by an offeror, the
offeror's previous submittal will be construed as the offeror’s best and final
offer. After best and final offers are received, final evaluations will be
conducted for an award.

COSTS FOR PROPOSAL PREPARATION

Expenses for the development and submission of proposals and other
responses to the RFP are the sole responsibility of the organization submitting
the proposal or other response. Travel and expenses to and from the State of
Hawaii are also the sole responsibility of the organization submitting a proposal
or otherwise responding to this RFP.

DISQUALIFICATION OF PROPOSALS

The EUTF reserves the right to consider as acceptable only those proposals
submitted in accordance with all requirements set forth in this RFP and which
demonstrate an understanding of the scope of work. Any proposal offering any
other set of terms and conditions, or terms and conditions contradictory to
those included in this RFP, may be disqualified without further notice.

An offeror may be disqualified and a proposal rejected for any one or more of
the following non-exclusive reasons:

¢ Proof of collusion among offerors, in which case all proposals and
offerors involved in the collusive action will be rejected.

¢ The offeror's lack of responsibility and cooperation as shown by past
work.

¢ The proposal shows any nhoncompliance with applicable law.

The proposal is conditional, incomplete, or irregular in such a way as to
make the proposal incomplete, indefinite, or ambiguous as to its
meaning.

o The proposal has any provision reserving the right to accept or reject
award, or to enter into an agreement pursuant to an award, or provisions
contrary to those required in the solicitation.

¢ The delivery of the proposal after the deadline specified in the timetable.

o The offeror being in arrears on existing contracts with the State or having
defaulted on previous contracts.
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¢ The offeror's lack of sufficient experience to perform the work
contemplated.
¢ The offeror’s conflicts of interest or lack of independence in judgment.

1.13 RFP AMENDMENTS AND ADDENDUM

The EUTF may modify any part of the RFP prior to the date fixed for award of
the contract by issuance of an addendum. The EUTF will respond to questions
and inquiries via the addendum process. Addenda will be numbered
consecutively.

1.14 CANCELLATION OF REQUEST FOR PROPOSALS/REJECTIONS OF
PROPOSALS

This RFP may be cancelled and any or all proposals may be rejected in whole
or in part, when it is determined to be in the best interests of the EUTF or for
any other reason permitted by Chapter 103D, HRS, and the HAR implementing
that Chapter.

1.15 UNCERTAINTIES BEYOND THE CONTROL OF THE EUTF

The EUTF recognizes that circumstances beyond the control of the EUTF may
arise that may significantly affect the ability of the contractor to provide the
services described in this RFP or as proposed by the contractor. Accordingly,
the EUTF reserves the right to modify any contract resulting from this RFP to
address such circumstances.

1.16 PROPOSAL BONDS; PERFORMANCE AND/OR PAYMENT BONDS

No bid bond is required to be submitted with the proposal, and no performance
or payment bond will be required for the contract awarded pursuant to this RFP.

1.17 CONTRACT PERIOD

The term of the contract is ten (10) months. The term of the contract will
commence on or around September 1, 2009.

The contractor shall not bind or purport to bind the EUTF for any contractual

commitment in excess of the contract period. Contractor shall comply with all
applicable EUTF policies and procedures.

1.18 COMPENSATION
The offeror’s proposed compensation for providing all of the goods and

services required under this RFP, i.e., all of the goods and services identified in
Section 3.02 (Scope of Services) of Section Il (Scope of Work) of this RFP,
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1.19

shall be on a flat fee or fixed cost basis. The fixed cost proposal shall include
all of offeror’s fees, taxes, costs and expenses.

The offeror may also propose hourly rates for the provision of goods or services
that are in addition to those required under the RFP. The offeror's proposed
hourly rates shall be inclusive of all offeror’s fees, taxes, costs and expenses.

The offeror shall submit Offer Form OF-2 (Appendix H) that summarizes the
offeror’s fixed cost proposal and any proposed hourly rates.

Offerors should note the following regarding compensation under any contract
resulting from this RFP:

Payments to the successful offeror (the “contractor”) shall be as per HRS §
103-10. If an offeror desires any additional terms or provisions regarding the
method of payment, they must be set forth in the offeror’s proposal.

As a condition of payment, the contractor shall provide written invoices or
statements to the EUTF. All statements shall itemize and describe the work
performed by the contractor in sufficient detail to justify payment. Upon
request, the contractor shall provide the EUTF with documentation to verify the
claim for payment contained in any statement. The EUTF shall process each
statement in accordance with applicable law and the standard operating
procedures of the EUTF.

Funds are available only for the current fiscal year of the term of any contract
resulting from this RFP. Funds are not presently available for performance of
the contract beyond the current fiscal year. The contractual obligation of both
parties in each fiscal year beyond the current fiscal year is subject to
appropriation and availability of funds. No legal liability on the part of the EUTF
or State of Hawaii for any payment may arise for performance under the
contract beyond the current fiscal year until funds are appropriated and made
available for performance of the contract. The contract will be cancelled only if
funds are not appropriated or made available to continue the contract beyond
the current fiscal year; however, this does not affect the State’s or contractor’s
rights under any termination clause of the contract. The EUTF administrator
will notify the contractor on a timely basis if funds are, or are not, appropriated
or made available for continuation of the contract beyond the current fiscal
year.

LIAISON AND AUTHORIZATION TO PROCEED

The EUTF Administrator will serve as the primary liaison with the contractor
during the term of the contract. The Administrator will chair status meetings,
assist in scheduling, and monitor and assess the contractor's performance.
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1.20

1.21

The Primary Consultant will serve as the contractor’s primary liaison with the
EUTF during the term of the contract.

The contractor shall not proceed to perform any work until given authorization
to proceed by the EUTF Administrator. Any work performed by the contractor
prior to the EUTF Administrator's authorization to proceed is done at the
contractor's own risk. The EUTF does not encourage, and will not in any way
be bound by, work performed on behalf of the EUTF without the EUTF
Administrator’'s authorization to proceed.

ERRORS AND OMISSIONS/PROFESSIONAL LIABILITY INSURANCE

The contractor shall maintain in full force and effect during the term of the
contract, errors and omissions and/or professional liability insurance to cover
any and all injuries, damages, losses, costs and expenses, including attorney’s
fees, thatthe EUTF, the EUTF trust fund and/or the EUTF trustees or officers
may suffer: (a) arising out of the contractor’s performance of the contract; (b)
arising out of the contractor’'s provision of claims audit services for the EUTF;
and/or (c) as a result of any acts or omissions of the contractor and its officers,
employees, subcontractors, agents, and representatives. The contractor's
insurance shall have limits and other terms and conditions as shall be agreed
upon between the EUTF and the contractor. The contractor’s insurance shall
add the EUTF and its trustees and officers as additional insureds with respect
to the services or operations that contractor performs for the EUTF. Any
insurance maintained by the EUTF or State of Hawaii shall be in excess of, and
not contribute with, the contractor's insurance. The contractor’'s insurance shall
not be canceled, limited in scope, or non-renewed until after 30 days written
notice to the EUTF. The contractor or its insurance carrier shall provide the
EUTF with certificates of insurance or other evidence that the required
insurance coverage is in effect and maintained during the term of the contract.
The procuring of the required insurance hereunder shall not limit the
contractor’s liability to the EUTF, nor shall it fulfill the indemnification and
defense provisions and requirements of the contract, nor shall it fulfill or limit
any other insurance provisions and requirements of the contract.

ACCEPTANCE OF PROPOSAL AND EXECUTION OF CONTRACT

Acceptance of a proposal, if any, will be made as provided in the Procurement
Timetable. The offeror must have the ability to perform as called for in the RFP
and in the contract. The EUTF shall be the sole judge of capability. The
successful offeror will be notified by letter that its proposal has been accepted
and that the offeror is being awarded the contract.

The EUTF reserves the right to award a contract based upon the written
responses received and without prior discussion or negotiations.
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1.22

1.23

Appendix J is the contract form that will be used by the EUTF for any contract
resulting from this RFP. In submitting a proposal, the offeror will be deemed to
have agreed to each provision set forth in Appendix J (including the General
Conditions) unless the offeror specifically identifies each provision to which
objection is made and submits alternative language. The EUTF reserves the
right to further negotiate the terms and conditions of the contract with the
successful offeror; provided, however, that the EUTF shall have no obligation to
accept terms and conditions that vary from those set forth in Appendix J. In
addition to the terms and conditions in Appendix J, the contract awarded
pursuant to this RFP shall consist of the RFP and any amendments thereto,
and any additional specific terms and conditions negotiated between the EUTF
and the successful offeror.

The EUTF shall forward a contract to the successful offeror for execution. The
contract shall be signed by the successful offeror and returned within ten days
after receipt by the offeror or within such further time as may be allowed by the
EUTF.

No contract shall be considered binding upon the EUTF until the contract has
been fully and properly executed by all parties thereto.

If the offeror to whom a contract is awarded shall fail or neglect to enter into the
contract within ten days after award or within such further time as may be
allowed, the Procurement Officer will consider the next highest ranked offeror
or may call for new proposals, if it is deemed to be in the best interests of the
EUTF.

HIPAA BUSINESS ASSOCIATE AGREEMENT

The contractor may have access to protected health information and personal
information maintained by the EUTF. Thus, the offeror selected for an award of
contract shall be required to enter into a business associate agreement with the
EUTF in the form attached to this RFP (Appendix K).

REQUIREMENTS FOR DOING BUSINESS IN THE STATE OF HAWAII

Section 3-122-112, Hawaii Administrative Rules (“HAR”), requires that, before
award of contract may be made, the successful offeror must provide proof of
compliance with the requirements of the following chapters of the Hawaii
Revised Statutes (“HRS”):

1)  Chapter 237, general excise taxes

2)  Chapter 383, unemployment insurance

3) Chapter 386, workers’ compensation

4)  Chapter 392, temporary disability insurance
5)  Chapter 393, prepaid health care
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And one of the foliowing:

1) Be registered and incorporated or organized under the laws of the
State of Hawaii, or
2) Be registered to do business in the State of Hawaii.

Reference Responsibility of Offerors in §3-122-112, HAR. Offeror shall
produce documents to the Procurement Officer to demonstrate compliance with
this section.

HRS Chapter 237 tax clearance requirement for award and final payment.

Pursuant to §103D-328, HRS, the successful offeror shall be required to submit
a tax clearance certificate issued by the Hawaii State Department of Taxation
(DOTAX) and the Internal Revenue Service (IRS). The certificate is valid for six
(6) months from the most recent approval stamp date on the certificate and
must be valid on the date it is received by the purchasing agency. The tax
clearance certificate shall be obtained on the State of Hawaii, DOTAX TAX
CLEARANCE APPLICATION Form A-6 (Rev.2003) which is available at the
DOTAX and IRS offices in the State of Hawaii or the DOTAX website, and by
mail or fax:

DOTAX Website (Forms & Information): http://www.state.hi.us/tax/alphalist.html

DOTAX Forms by Fax/Mail: (808) 587-7572
1-800-222-7572

Completed tax clearance applications may be mailed, faxed, or submitted in
person to the Department of Taxation, Taxpayer Services Branch, to the
address listed on the application. Facsimile numbers are:

DOTAX: (808)587-1488
IRS: (808) 539-1573

The application for the clearance is the responsibility of the offeror, and must be
submitted directly to the DOTAX or IRS and not to the purchasing agency.

Contractor is required to submit a tax clearance certificate for final payment on
the contract. A tax clearance certificate, not over two months old, with an
original green certified copy stamp, must accompany the invoice for final
payment on the contract.

In addition to a tax clearance certificate an original “Certification of Compliance

for Final Payment” (SPO Form 22), attached, will be required for final payment.
A copy of the Form is also available at www.spo.hawaii.gov.
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HRS Chapters 383 (Unemployment Insurance), 386 (Workers’
Compensation), 392 (Temporary Disability Insurance), and 393 (Prepaid
Health Care) requirements for award.

Pursuant to §103D-310(c), HRS, the successful offeror shall be required to
submit an approved certificate of compliance issued by the Hawaii State
Department of Labor and Industrial Relations (DLIR). The certificate is valid for
six (6) months from the date of the issue and must be valid on the date it is
received by the purchasing agency.

The application for certificate of compliance (Form LIR #27) can be obtained
from the DLIR website:

http://www.dlir.state.hi.us/forms/ApplicationforCertificateofCompliance.pdf
or from:

DLIR Administrative Services Office
830 Punchbowl Street, Room 309
Honolulu, HI 96813

Phone: (808) 586-8888

Fax: (808) 586-8899

The DLIR will return the form to the offeror who in turn shall submit it to the
purchasing agency. The application for the Certificate is the responsibility of
the offeror, and must be submitted directly to the DLIR and not to the
purchasing agency.

Business registration.

Hawaii business. A business entity referred to as a “Hawaii business” is
registered and incorporated or organized under the laws of the State of Hawaii.
As evidence of compliance, offeror shall submit a CERTIFICATE OF GOOD
STANDING issued by the Department of Commerce and Consumer Affairs
Business Registration Division (“‘BREG”). A Hawaii business that is a sole
proprietorship, however, is not required to register with the BREG, and
therefore not required to submit the certificate. An offeror’'s status as sole
proprietor or other business entity and its business street address indicated on
Proposal Letter will be used to confirm that the offeror is a Hawaii business.

Compliant non-Hawaii business. A business entity referred to as a
“‘compliant non-Hawaii business” is not incorporated or organized under the
laws of the State of Hawaii but is registered to do business in the State. As
evidence of compliance, offeror shall submit a CERTIFICATE OF GOOD
STANDING.
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To obtain a CERTIFICATE OF GOOD STANDING go online to
www.businessregistrations.com and follow the instructions. To register or to
obtain a “Certificate of Good Standing” by phone, call (808) 586-2727 (M-F 7:45
am to 4:30 pm-HST). The “Certificate of Good Standing” is valid for six (6)
months from date of issue and offerors are advised that there are costs

associated with registering and obtaining a “Certificate of Good Standing” from
the BREG.

The above certificates should be applied for and submitted to the purchasing
agency as soon as possible. If a valid certificate is not submitted on a timely
basis for award of the contract, an offeror otherwise responsive and responsible
may not receive the award.

Alternately, instead of separately applying for these certificates at the various
state agencies, vendors may choose to use the Hawaii Compliance Express
(HCE), which allows businesses to register online through a simple wizard
interface at http://vendors.ehawaii.qov to acquire a “Certificate of Vendor
Compliance.” The HCE provides current compliance status as of the issuance
date. The “Certificate of Vendor Compliance” indicating that vendor’s status is
compliant with the requirements of Chapter 103D-310(c), HRS, shall be
accepted for both contracting and final payment purposes. Vendors that elect to
use the new HCE services will be required to pay an annual fee of $15.00 to
the Hawaii Information Consortium, LLC (HIC). Vendors choosing not to
participate in the HCE Program are required to submit the paper certificates as
instructed in previous paragraphs.

SECTION ONE 16 RFP NO. 09-003



2.01

SECTION TWO

PROPOSAL

CONTENT OF PROPOSAL

This section of the RFP describes the proposal format, content, and
requirements. The intent is to standardize proposals to a degree where
comparisons may be made among the proposals using equitable
measurements. This is not an attempt to limit the contents of any proposal and
an offeror may include any additional information that it deems to be pertinent
and that it believes would assist the Evaluation Committee in its review of the
offeror’'s proposal. The proposal should be written in a clear, straightforward
way, describing the offeror’s response to the requirements of this RFP. The
proposal should not include materials that are not essential to the proposal’s
utility and clarity.

Each responsive proposal will be reviewed by the Evaluation Committee (or its
designees) for conformity with the requirements of the RFP. If asked for
additional information by the Procurement Officer, offerors shall respond within
two (2) business days, unless otherwise directed by the Procurement Officer.

The offeror shall prepare a written proposal that will fully describe the
qualifications and availability of the offeror to provide the services requested
and the compensation the offeror proposes in response to this RFP. The
proposal shall include, without limitation, the following:

Section I: Proposal Transmittal Letter

Section lI: Offer Form OF-1

Section Il Executive Summary

Section IV: Project Approach, Responses to Questions, Part A

Section V: Organization and Staffing, Responses to Questions,
Part B

Section VI: Offeror Background and Experience

Section VIi: Price — Offer Form OF-2

Section VIil: Certification

Attachment A:  Staff Resumes

Attachment B:  Staff References

Attachment C: Offeror's References, Responses to Questions, Part C
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2.02 PROPOSAL TRANSMITTAL LETTER

The RFP response must include a transmittal letter addressed to the
Procurement Officer. The letter, which will be considered an integral part of the
Proposal, must contain the following:

A. Contact Information

The transmittal letter shall include the offeror's name, address,
telephone/fax numbers, and e-mail address.

B. Terms and Conditions of RFP and Contract

A statement that the offeror fully understands and will comply with all
terms and conditions contained in the RFP and the contract form in
Appendix J (including the General Conditions). If an offeror does not plan
to comply with one or more of the terms or conditions of the RFP or
Appendix J, this must be stated and all exceptions listed and fully
described. The EUTF reserves the right to decline or classify as
“unresponsive” any substantive changes, modifications, or revisions to the
provisions of the contract form in Appendix J (including the General
Conditions).

The offeror must include written acknowledgement of receipt of any and all
amendments or addenda made to this RFP.

C. Legal Entity

A statement indicating that the offeror is an individual, a partnership, a
limited liability company or a corporation. If the offeror is a corporation, a
partnership, a limited liability company or other legal entity, include a
statement indicating the jurisdiction where the offeror is organized.

D. Authorized Signature

The transmittal letter must be signed by an individual or individuals
authorized to legally bind the offeror. If the offeror is a corporation,
evidence in the form of a certified copy of a corporate resolution or
certified copy of articles of incorporation or bylaws shall be submitted
showing the individual's authority to bind the corporation. If the offeror is a
partnership, the proposal must be signed by all the partners or evidence in
the form of a certified copy of the partnership agreement shall be
submitted showing the individual's authority to bind the partnership.
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Similar evidence must be submitted for an individual signing the proposal
letter on behalf of any other kind of entity.

E. Federal Tax ID No.

The transmittal letter shall include the offeror's federal tax identification
number.

F. Hawaii General Excise Tax ID No.

A Hawaii General Excise Tax (GET) ID must be provided or a
representation that a Hawaii General Excise Tax ID will be obtained prior
to commencement of the work.

G. Current Licenses and Registration

A statement that the offeror maintains the current licenses necessary to
provide the services required. In addition, an offeror must provide
evidence that the offeror is registered to do business in the State of Hawaii
prior to commencement bf the work. True and accurate copies of the
offeror's license(s) and certificates must be provided.

H. Subcontracting of Services

A statement by the offeror indicating that the work described in the RFP
will not be subcontracted, except as described in the proposal, or
assigned. The extent to which the work will be subcontracted and the
qualifications of any subcontractor will be considered in evaluating the
offeror's ability to perform the service referred to in the RFP.

l. Non-discrimination

A statement of affirmative action that the offeror does not discriminate in
employment and practices with regard to race, color, religion, age (except
as provided by law), sex, marital status, political affiliation, national origin,
handicap or disability.

J. Deviations
If the proposal deviates from the specifications or requirements of the
RFP, a statement must be included identifying and describing each such

deviation. If no deviations are included in offeror's proposal, a statement
to that effect must be made.

SECTION TWO 19 RFP NO. 09-003



2.03

2.04

K. EUTF Rights Regarding Contractor's Recommendations

A statement that the offeror understands that the EUTF reserves the right
to disapprove contractor recommendations without penalty when they
conflict with the policy or fiscal interests of the EUTF, as determined by
the EUTF Board.

L. Confidential or Proprietary Information

The offerors’ proposals and all information, data, and other material
provided by the offeror to the State shall be subject to the Uniform
Information Practices Act, chapter 92F, HRS. The offeror shall designate
in writing to the Procurement Officer those portions of its proposal that
contain trade secrets or other proprietary data that are to remain
confidential subject to section 3-122-58, HAR. The offeror shall state in its
written communication to the Procurement Officer, the reasons for
designating the material as confidential. The offeror shall submit the
material designated as confidential in such manner that the material is
readily separable from the rest of offeror's proposal in order to facilitate
inspection of the non-confidential portion of the proposal.

The entire proposal CANNOT be considered confidential. Offerors should
note that they cannot designate their prices as confidential. Following
award of the contract, all offerors’ proposed prices will not be withheld
from disclosure as confidential.

OFFER FORM OF-1

Include a signed Offer Form OF-1 Appendix G with the exact legal name of the
offeror as registered with the Department of Commerce and Consumer Affairs,
if applicable, offeror's address, and the name, mailing address, and telephone
and fax number (s) of the person the EUTF should contact regarding offeror’s
proposal.

The authorized signature on the first page of the Offer Form shall be an original
signature in ink. If unsigned or the affixed signature is a facsimile or a
photocopy, the offeror's proposal may be rejected unless accompanied by other
material, containing an original signature that shows that the proposal is legally
binding on the offeror.

EXECUTIVE SUMMARY
The executive summary shall clearly and concisely summarize and highlight the

contents of the proposal in such a way as to provide the Evaluation Committee with a
broad understanding of the entire proposal.
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2.05

2.06

2.07

PROJECT APPROACH

A description of the offeror’'s approach and methodology used to develop its
action plan to accomplish the scope of work as set forth in this RFP and a
detailed description of how the offeror will approach the scope of work. Include
responses to the questions presented in Part A, Appendix F, of this RFP.

ORGANIZATION AND STAFFING

This section shall include information on the experience and professional
qualifications of the offeror’s staff who will be assigned to perform the work and
services required under the RFP (the “project”). Include response to the
questions presented in Part B, Appendix F, of this RFP.

Included in Attachment A, STAFF RESUMES, of the proposal shali be a
resume of each individual who will be assigned to this project. Resumes shall
highlight experiences on specific projects that may be relevant to this project.
Resumes should contain information relating to each person’s experience,
education, and skills. This should include, but is not limited to, names of
employers, position titles, educational institutions attended, degrees and
certifications obtained, and membership in professional associations.

Included in Attachment B, STAFF REFERENCES, of the proposal shall be
references for each individual whose resume is included in Attachment A,
STAFF RESUMES. There shall be at least three (3) references for each
individual. Each reference shall include the contact person’s name, address,
and telephone numbers and, if applicable, a brief description of the project and
responsibilities of the staff member’s experience with the reference.
References shall be former employers or persons who can provide information
on the individual’'s experience and competence.

OFFEROR BACKGROUND AND EXPERIENCE

This section shall include a description of projects previously performed by the
offeror that are relevant to this project and demonstrate the offeror's
qualifications and experience, including customer name, brief description of the
project, time period of the project, budget for the project and the computer
environment used. This section shall also include whether project was
completed on time and within budget or if project was delayed with cost
overruns and the extent of the delays.

Included in Attachment C, OFFEROR’S REFERENCES, of the proposal shall
be responses to the questions presented in Part C, Appendix F, of this RFP.
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2.08

2.09

2.10

2.1

Offeror grants the EUTF authorization to contact any of the offeror’'s previous
clients, including these client references, to evaluate the offeror and its work.

Included in Attachment D, OFFEROR'’'S TAX CLEARANCE, of the proposal
shall be an original or certified copy of a tax clearance issued by the Hawaii
State Department of Taxation (DOTAX) and the Internal Revenue Service
(IRS). These must be submitted with the offeror's proposal. The tax clearance
shall be obtained on the two-part Tax Clearance Application (Form A-6) that
combines DOTAX and IRS tax clearances.

Tax clearance submitted with a sealed offer must be valid on the date that it is
submitted or any date thereafter up to the proposal due date. A valid tax
clearance received with an offer will remain valid for the contract award.

CERTIFICATION

The proposal shall include a certification that:

The prices and cost data were arrived at independently, without
consultation, communication, or agreement with any other offeror or
competitor.

Unless otherwise required by law, the prices and cost data that were
submitted have not been knowingly disclosed by the offeror, directly or
indirectly, to any other offeror or competitor prior to the award of the
contract.

No attempt was made or will be made by each offeror to include any other
person or firm to submit or not to submit a price for the purpose of
restricting competition.

OFFER GUARANTY

No offer guaranty is required for this RFP.
PERFORMANCE AND PAYMENT BONDS

No performance or payment bond is required for this RFP.
CONFIDENTIAL INFORMATION

The offerors’ proposals and all information, data, and other material provided by
the offeror to the State shall be subject to the Uniform Information Practices
Act, chapter 92F, HRS. The offeror shall designate in writing to the
Procurement Officer those portions of its proposal that contain trade secrets or
other proprietary data that are to remain confidential subject to section 3-122-
58, HAR. The offeror shall state in its written communication to the
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Procurement Officer, the reasons for designating the material as confidential.
The offeror shall submit the material designated as confidential in such manner
that the material is readily separable from the rest of offeror's proposal in order
to facilitate inspection of the non-confidential portion of the proposal.

Offerors should note that they cannot designate their prices as confidential.

Following award of the contract, all offerors’ proposed prices will not be
withheld from disclosure as confidential.
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3.01

3.02

SECTION THREE
SCOPE OF WORK
INTRODUCTION

If awarded a contract to provide claim audit services, contractor agrees to
provide the following work and services in a satisfactory, timely and proper
manner and in accordance with the specifications, general proposal
requirements and conditions, and appendices included herein.

The primary scope of work for this request for proposal is to conduct audits of
the EUTF’s prescription drug plans provided to active and retired employee-
beneficiaries by infformedRx, the EUTF’s pharmacy benefit manager (“PBM”).
The general goals of the audit are to 1) ensure that the PBM complies with
contractual requirements, 2) ensure that claim payments are in line with
approved benefits, 3) improve quality of service to EUTF plan participants, and
4) identify opportunities to improve plan design.

SCOPE OF SERVICES

The following summarizes the scope of work requirements to be provided by
the contractor:

A. Audit Services — Audits required include the following:
1. Audit of Administrative Procedures

a. Examine eligibility of employee-beneficiaries and dependent-
beneficiaries.

b. Evaluate the PBM's policies and organizational structure for
managing claims costs to ensure that the EUTF receives optimal
benefit from cost containment measures.

c. Determine if the PBM'’s administrative polices and procedures are
appropriate for the EUTF’s plan(s) and make recommendations to
the EUTF if they are not.

2. Audit of Claims Processing

a. Verify claims are paid in accordance with contract provisions.

b. Confirm claims are processed in accordance with PBM’s established
administrative procedures, including timeliness of payment and
claims appeal process.

c. Ensure that third party recovery procedures, including coordination of
benefits, are followed in accordance with health insurance industry
standards.

d. ldentify errors and error patterns or trends, identify causes, assess
effects, and provide recommendations for corrections or
improvements.

SECTION THREE 24 RFP NO. 09-003



B. Audit Report — By February 26, 2010 submit a report on the pharmacy
benefit plans audited. The report shall include but not be limited to the
following:

1. A general statement of audit objectives.

2. A summary of the audit sampling methodology implemented.

3. A summary of audit findings and recommendations, including:
a. Dollar value and the number of claims examined:

(1) As percentage of total claims paid.

(2) With financial errors as percentage of total claims paid. Number
and dollar value broken down into over- and under-payments as
separate percentages of total claims paid.

(3) With administrative errors as a percentage of total claims paid.

b. Total number of claims audited to measure processing time as a
percentage of total claims paid.
c. Comments and recommendations for improvement:

(1) PBM'’s claims processing and administrative procedures.

(2) EUTF’s plan design as it relates to receiving high quality services
in a cost effective and timely manner.

(3) EUTF transmittal and carrier processing of enroliment data.

d. A copy of the PBM'’s response to the contractor’'s draft report and any
modifications the PBM has implemented as a result of the audit.

C. Supplemental Audit Report of Claims Audited and Errors Investigated — By
February 26, 2010 submit a supplemental report containing the following:
1. A list of claims with financial errors and a brief description of the types of
error.
2. A list of claims with administrative errors and a brief description of the
types of error.

D. Presentation to the Board — Present audit findings and recommendations to
the Board at their regular meeting in March 2010.

E. Additional Services to be Provided by Contractor — In addition to the
foregoing services, the offeror selected must provide the following:

1. Assign a staff person or person to serve as the contractor’s liaison to the
EUTF (the “Primary Consultant”). The Primary Consultant shall attend
monthly and other special meetings called by the Administrator.

2. Submit monthly progress reports to the Board by the tenth day of each
month.

3. When corresponding with the Board, mail or deliver the original letter
including progress reports addressed to the Board chair with twenty (20)
copies to the Administrator.

4. The contractor shall make its own working arrangements with the
audited insurance carrier and pay the insurance carrier directly for any
billed charges (computer use, office rent, etc.)
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5. Submit twenty (20) copies of the Audit Report and twenty (20) copies of
the Supplemental Audit Report on or before March 10, 2010 and present
your Company'’s findings to the Board at their regular meeting in
March 2010.

3.03 Other Provisions
e  Time limit for the duration of the audit is six (6) months

. Contractor will provide recommendations for amending prescription drug
benefit plan provisions identified as problematic in the audit

) Key Personnel. The contractor will name one of its personnel assigned to
servicing the EUTF under this contract as the Primary Consultant. The
Primary Consultant will be the primary liaison between the contractor and
the EUTF and shall be responsible for the contractor's performance of the
contract. The contractor will not change the Primary Consultant or any
member of the client servicing team identified in the contractor’'s proposal
without at least thirty (30) days advance written notice to the EUTF.
Substitute or additional personnel shall not be used until: (a) the EUTF is
provided with a resume and any other information requested regarding the
substitution or addition of personnel; (b) if the change is to the Primary
Consultant, the EUTF is given an opportunity to interview the new
proposed Primary Consultant; and (c) the EUTF approves the substitution
or addition of personnel. Unless a substitution or change in personnel has
approved by the EUTF, the EUTF shall have the right to terminate the
contract if the Primary Consultant or any of the client servicing team
personnel assigned to this contract are reassigned, leave the contractor’s
employment, or otherwise become unable to perform the services required
by the contract.
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4.01

4.02

4.03

SECTION FOUR

PROPOSAL EVALUATION

INTRODUCTION

The EUTF seeks to retain the highest quality organization to provide the
dependent eligibility audit services solicited under this RFP. Throughout the
selection process, the EUTF reserves the right, in its sole discretion:

1. To not award the contract to the lowest cost offeror.
2. To not award the contract at all.

EVALUATION PROCESS

An Evaluation Committee selected by the Procurement Officer and the EUTF
Board will review and evaluate all proposals submitted by the deadline
specified in this RFP.

The evaluation process will be conducted in five phases:

Phase 1 - Evaluation of Mandatory Requirements

Phase 2 - Establishment of Priority List of Offerors

Phase 3 - Interviews with Priority-Listed Offerors (at the option of the
Committee)

Phase 4 - Final Evaluation of Proposals

Phase 5 — Award

EVALUATION CRITERIA

The evaluation criteria employed in ascending order of importance shall be:
1. (Pass/Fail) Financial stability — The financial stability of the offeror will be assessed
in relationship to the size and scope of the project.
2. (20 points) Experience and professional qualifications relevant to the scope of work
in this RFP:

a. Background and experience of the offeror: the location of the offeror, the
nature, number and quality of offeror’s personnel, the extent of offeror’s
resources, the breadth and depth of offeror’s experience, the extent of offeror's
experience with projects similar to the scope of work in the RFP

b. Experience and knowledge of health benefits plans: the nature and quality of
offeror’s experience in providing claims audits for other health benefit plans,
particularly prescription drug benefits plans.

c. Performance on projects of similar scope, including

¢ Number of projects completed with similar scopes of work

¢ Number of projects completed on time and within budget

¢ Number of projects delayed or with cost overruns and extent of delays
and overruns

e Satisfaction or dissatisfaction with work and services as determined
by client references
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4.04

4.05

d. Resumes of key personnel that will be assigned to this project indicative of their
capability to provide the required services.

3. (30 points) Audit plan design, including

Audit approach/design.

Administrative/procedural audit

Systems capabilities/reviews

Claims audit — general

Contract management plan and capacity to accomplish the work in the required

time including

e The proposed methodology for project management to be used on
this project.

¢ The proposed project schedule showing estimated start day, duration
and end date(s)

4. (50 points) Cost — The overall cost of the project. The lowest projected overall cost
shall receive the maximum points available for cost, and other proposals shall
receive points in proportion to the lowest proposal (i.e., a proposal double the cost
of the lowest proposal would receive half the available points.)

®oo0 o

EVALUATION OF MANDATORY REQUIREMENTS

The evaluation of the mandatory requirements shall be on a "pass/no pass”
basis. The purpose of this phase is to determine whether an offeror’'s proposal
is sufficiently responsive to the RFP to permit a complete evaluation. Each
proposal will be reviewed for responsiveness. Failure to meet the mandatory
requirements ("no pass") will be grounds for deeming the proposal non-
responsive to the RFP and rejection of the proposal. Only those proposals
meeting the following mandatory requirements ("pass") of Phase 1 will be
considered in Phase 2:

e Offeror must have been in business for a minimum of five (5) years.

¢ Offeror must have provided claims audit services to at least one public
health and welfare plan with at least 20,000 employees/retirees

e Offeror must be based in the United States. “Based in the United States”
means that offeror’s principal place of business is in the United States
and that offeror is subject to service of process in the United States.

» The primary consultant assigned to the EUTF account (the “Primary
Consultant”) shall have a minimum of seven (5) years experience
providing eligibility audit services

¢ Submission of Financial Statement.

* Submission of a complete Transmittal Letter.

o Submission of a proposal that contains references, fee proposal and
sample reports.

¢ Submission of Mandatory Requirements Certification.

PHASE 2 - ESTABLISHMENT OF PRIORITY LIST OF OFFERORS

All offerors who pass Phase 1, Evaluation of Mandatory Requirements, shall be
classified as "acceptable." If there are more than three "acceptable" offerors,
the Evaluation Committee will evaluate all proposals and establish a priority list
of no more than three (3) offerors who received the best preliminary
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4.06

4.07

evaluations. The order, priority and points to be applied to each evaluation
criteria are as follows:

CRITERIA POINTS

Experience and professional qualifications relevant to the scope of work in
this RFP:

Audit plan design

Fees

TOTAL

Award of points for fees shall be done as follows. The offeror proposing the
lowest fee will receive the maximum points (50). Each other offeror will be
awarded points based on the following formula:

Fee proposed by lowest offeror X 50 = Points awarded to offeror
Fee proposed by offeror

PHASE 3 — INTERVIEWS WITH PRIORITY LISTED OFFERORS

In this phase, the Evaluation Committee and the Procurement Officer may
request presentations with the priority-listed offerors in Honolulu during the
period of August 12 - 14, 2009.

PHASE 4 - FINAL EVALUATION OF PROPOSALS

In this phase, the Evaluation Committee will conduct final evaluations of the
priorit